The purpose of the paper is to put forward a conceptual model for analysing networks in the context of SME internationalisation. The research question for this study is to investigate how network theory contributes to our understanding of the internationalisation process of SMEs and to measure the effect of netwo rk activities on overall performance in international trade. The paper firstly discusses SMEs in the context of international trade; this is followed by a discussion of the main theories behind small firm internationalisation. Network theory and internationalisation is then discussed, followed by a description of the conceptual model. The model proposes examining the network at three levels, namely, the individual, the company and the network level and uses the structure-conduct-performance-paradigm. The p aper concludes with an outline of the research and managerial implications emanating from the model. 
INTRODUCTION
The purpose of the paper is to put forward a conceptual model for analysing networks in the context of SME internationalisation. The paper firstly discusses SMEs in the context of international trade; this is followed by a discussion of the main theories behind small firm internationalisation. Network theory and internationalisation is then discussed, followed by a description of the conceptual model and the paper concludes with an outline of the research and managerial implications emanating from the model. Coviello and Mc Auley (1999) highlight that the internationalisation literature tends to rely on the large multinational firm as the traditional unit of analysis in spite of the fact that SMEs are active in international markets. This emphasis on larger firms is of additional concern given the argument that smaller firms differ from larger firms in terms of their managerial style, independence, ownership, and scale/scope of operations (Schollhammer and Kuriloff 1979, O Farrell et al 1988) , with structures that are less rigid, sophisticated, and complex than those in larger firms (Julien 1993 , Carrier 1994 , Carson et al 1995 .
WHY FOCUS ON SMA LL FIRM INTERNATIONALISATION?
In the context of internationalisation, Calof (1994) stress that size is not necessarily a barrier to internationalisation, and SMEs have also been found to find unique ways to overcome their "smallness" (Bonaccorsi 1992 , Gomes-Casseres 1997 . Nevertheless, it is also argued that SMEs face internal constraints to international growth such as limited capital, management, time, experience, and information resources (Buckley 1989) . Furthermore, external barriers may be encountered in the form of entrenched firms or the government (Acs et al 1997) . Coviello and McAuley (1999) suggest that it might be expected tha t internationalisation of SMEs would be different from that of larger firms due to: 1) firm characteristics or 2) behaviours used to overcome size related challenges. Madsen and Servais (1997) recommend separating the analysis of the internationalisation process of small firms from processes of large firms, as it may be difficult to generalize patterns and recommendations across both groups of firms because the impact of the founder will decrease as the size of the firm increases.
Empirical evidence (Czinkota 1982 in the US and Pointon 1977 in the UK) suggests that approximately 20 per cent of firms that are large in size tend, in line with the Pareto effect, to contribute in the region of 80 per cent of export sales. This reinforces the need for empirical work to be undertaken to investigate the export activities of SMEs.
MODELS OF INTERNATIONALIZATION
As Andersen (1993) and Barkema et al (1996) point out, there are two approaches to examining the process by which firms internationalise: (1) the group of InnovationRelated Internationalisation Models: and (2) the Uppsala Internationalisation Model.
These models consist of a number of identifiable and distinct stages with higher-level stages indicating greater involvement in a foreign market.
The first group of models are based on Rogers' stages of the adaptation process (Rogers, 1962) . Common to these models is the view that the internationalisation process is a series of innovations for the firm. Their focus is exclusively on the export development process, in particular of small and medium sized firms (Leonidou and Katsikeas, 1996) , on the basis of a comprehensive review of these models, identify three generic stages: the pre-export stage; the initial export stage, and the advanced stage.
The distinctive feature of the Uppsala internationalization model is the emphasis on the different institutional forms that are associated with the growing dependence on foreign markets. As Reid (1983) notes, this model examines internationalization in terms of structural adjustments to foreign market servicing arrangements resulting from the level of export sales dependence. The Uppsala model seeks to explain and predict two aspects of internationalization of the firm: (1) the step-by-step pattern of institutional development within individual national markets; and (2) the expansion of firms across national markets as they move from nations which are proximal to those which are increasingly psychically distant.
A number of empirical studies have examined the Uppsala Model. Reid (1983) has expressed surprise at the widespread acceptance of the stages to internationalization since it largely rests on a limited number of empirical studies; the initial research into overseas expansion of four Swedish companies (Johanson and Vahlne, 1977) , and an Australian investigation, which treated interstate expansion as analogous to overseas expansion (Wiedersheim-Paul et al 1978) . In addition, Loustarinen (1980) and Larimo (1985) have reported similar evidence for Finland. Finally, Yoshihara (1978) on the basis of an examination of Japanese foreign investment in Southeast Asia concluded "the pattern of investment seems to substantiate the evolutionary theory of foreign investment" (p 372). In contrast, a number of other studies fail to corroborate the notion that firms increase their commitment to individual markets through the four successive stages of the establishment chain (Buckley et al 1979 , Hedlund and Kverneland 1985 , Millington and Bayliss 1990 , Turnbull 1987 , Turnbull and Valla 1986 , Young and Hood, 1976 .
In the early to mid nineties, more evidence of the limitations of the stage models appeared in the literature. The table below summarizes some of the weaknesses of these stages models.
Weaknesses of the Stages Model Authors
Weaknesses Reid( 1983) , Turnbull (1987) , Fina and Rugman (1996) Too deterministic and sequential Melin (1992) Excludes other strategic options McKiernan (1992), Oviatt and McDougall (1994) , Rennie (1993) Firms frequently skip certain stages Young 1987 Reduction in product life cycles expedites internationalisation Melin (1992) Fails to explain internationalisation in experienced firms McKiernan (1992) Does not explain the dynamics of progressing from one stage to another Dichtl et al (1983) Oversimplifies a complex process Forsgren (1990) , Sharma (1991) , Loustarinen (1991) Ignores acquisition as an international path Sullivan and Bauerschmidt (199) Nation specific factors such as government programmes, industry competition and market demand promote or inhibit internationalisation Welch (1982) Ignores impact of exogenous variables Turnbull (1987) A firms internationalisation is influenced by the operating environment, industry structure, and its own marketing strategy Millington and Bayliss (1990) , Welch and Loustarinen (1988) Ignores formal strategic planning and systematic appraisal, international experience and formal planning replace market experience, allowing firms to jump stages in the internationalisation process. Nordstrom (1990) , Sullivan and Bauerschmidt (1990) Ignores the fact that the psychological distance decreases as the world becomes more homogeneous.
Source: Chetty (1999):123. Research has identified an increasing number of firms, which do not follow the traditional stages pattern in their internationalization process. In contrast, they aim at international markets or maybe even the global market right from their birth. Such companies have been named Born Globals (Rennie, 1993, Knight and Cavusgil 1996) Global start-ups (Oviatt and McDougall, 1994) , High technology start-ups (Jolly et al 1992) , and International New Ventures (McDougall et al 1994) . Furthermore, McDougall et al (1994) , as well as Knight and Cavusgil (1996) refer to a number of empirical studies, which appear to contradict the stages theory of internationalisation. Similarly, the following studies found exceptions to the stages theory; Welch and Loustarinen (1988) on small English, Australian and Swedish firms, Ganitsky (1989) on Israeli exporters, Brush (1992) and Holstein (1992) on US manufacturers and in an Australian study McKinsey and Co (1993) 
identified many
Born Globals whose management viewed the world as its marketplace right from the birth of the company.
According to Madsen and Servais (1997) Internationalisation adaptation and change, from this perspective, is seen as the outcome of a learning experience. Madsen and Servais (1997) suggest that evolutionary economics as well as the network approach offer some promising additional insights into the phenomenon.
NETWORKS AND THE INTERNATIONALISATION PROCESS
Network studies appear across a number of disciplines, for example in marketing (IMP group) and in entrepreneurship (Granovetter, 1973 , Curran and Blackburn 193, Larson and Starr 1993 , Larson 1992 . As a result the definitions for a 'business network' varies. However, as defined by Axelsson and Easton (1992) , a network involves "sets of two or more connected exchange relationships". Following from this, markets are depicted as systems of social and industrial relationships among, for example, customers, suppliers, competitors, family, and friends. According to the network perspective, the nature of relationships established between various parties will influence strategic decisions, and the network involves resource exchange among its different members (Sharma, 1993) .
In the context of internationalization, Johanson and Vahlne (1992) examined two case studies and found foreign market entry to be a gradual process, resulting from interaction between parties, and developing/maintaining relationships over time. This supports Sharma and Johanson (1987) , who found that technical consultancy firms operating in networks of connected relationships; relationships which become "bridges to foreign markets", providing firms with the opportunity and motivation to internationalize.
If an SME is faced with complexities and challenges in international markets, successful internationalization may require the firm to leverage the skills and resources of other organisations (Coviello and Munro, 1991) . The potential impact of network relationships on small firm internationalization is also highlighted by Mc and Bell (1995) . More specifically, Coviello and Munro (1995) found that larger partners in the business network influenced the conduct of international marketing activities of small firms. Holmlund and Kock's (1998) survey of Finnish SMEs found that firm's domestic network impacts the internationalization process by providing access to information and other resources, including foreign markets. Ellis (2000) and Ellis and Pecotich (2001) found that Australian and Hong Kong SMEs rely on social networks for internationalization opportunities, and "decision makers follow the line of least resistance abroad by capitalizing on the ir existing connections with others" (Ellis and Pecotich, 2001: 462) . The conclusion of all these studies call for further research on the role of networks in the internationalization process of small to medium sized firms.
NETWORK AND INTERNATIONALISATION LITERATURE COMPARED
The main difference between the network literature and the internationalisation literature is that the latter saw internationalisation as an outward extension of a single company's current operations and the outcome of its decision-making (Johansson and Wiedersheim -Paul, 1975; Johanson and Vahlne, 1977; Bilkey and Tesar, 1977) . In contrast, the network approach sees internationalisation in terms of a company's existing home or overseas relationships, those that it may have to establish to operate in a new market and the actions of both the company itself and others around it.
According to Ford (2002) , this interactive process avoids a focus solely on a producer as the sole influencer and allows examination of the role of others in the network, such as retailers, wholesalers, importers and finance houses (Johansson and Mattson, 1988, Forsgren and Hallen, 1992 , Blankenburg, 1995 Blankenburg et al, 1997) .
The network perspective in internationalisation is very relevant from the point of view of small business. The network perspective on internationalisation provides an interesting opportunity to understand entry into foreign markets by young and/or resource-constrained small business (Rutashobya, 2003) . It also posits that internationalisation is a process that takes place through networks of relationships (Johanson and Mattson 1988) . Social capital, trust and human variables play an important role in binding individual firms or entrepreneurs into value adding relationships, which enable them to minimize or overcome their disadvantages of smallness and isolation, as well as overcome problems associated with unknown markets and psychic distance. An added benefit is that small firms will minimize transaction costs, hence overriding the assumptions of other cost minimization models such as transaction cost economics.
In more recent years, researchers have studied Born Global type companies in an effort to understand their internationalisation process (Madsen and Servais 1997, Coviello 2003) and found that networks play an important role in the complex, dynamic, interactive and frequently non-linear internationalisation processes.
While previous studies mentioned above have examined the role of networks in the internationalisation process, few have measured the effect of these network on performance.
RESEARCH QUESTION
The research question for this study is to investigate how network theory contributes to our understanding of the internationalisation process of SMEs and to measure the effect of network activities on performance in international trade. The specific focus is on performance in international trade as opposed to the actual process of internationalisation. The dependent variable therefore is performance as measured through conventional means such as market and financial performance. The independent variables include factors that make up the structure and conduct of the network (see figure 1 ). The conceptual model for this study draws on Klint and Sjöberg's (2003) analysis model for strategic networks and uses the structure-conduct-performance-paradigm. This overarching model was chosen as it encapsulates all the relevant variables that have emerged from the literature. This comprehensive model has been adapted to identify factors and/or elements that are more relevant than other factors in the analysis of international networks (figure 1).
FRAMEWORK FOR ANALYSING NETWORKS IN INTERNATIONAL BUSINESS
As a criticism of networks in international trade, Coviello (2003) 
Basic Conditions
One basic condition at the network level is market structure, Klint & Sjöberg (2003) argue that the structure of the network is dependent on the structure of the market for the business in which the individual member companies are operating. At a company level, examples of basic conditions include the collection of the companies, their customers and suppliers and particularly relevant for this study, in what regions/international markets they are operating. Some important basic conditions on an individual level are factors such as education, knowledge and competencies. Hakansson (1982) also identifies experience as an additional factor and in the case of studying networks in the international context; individuals' international experience is also relevant.
Structural Factors
At the network level factors such as: complementarity -whether the network is based on competition of complementarity or in other words if the network is vertical, horizontal or diagonal. Nooteboom (1999) identifies three types of linkages: verticalconstituting flows of products (goods or services) from suppliers to users, in intrafirm value chains or inter-firm value systems (Porter, 1985) ; horizontal -where similar, competing products (substitutes in consumption) are pooled to share a common resource of production or distribution, in a scale strategy, and diagonal -or diversified, where dissimilar products, which may be complimentary in research, marketing, or distribution, are pooled to share a common resource.
Other structural factors at the network level include: number of companies involved in the network (this will require mapping the actual network partners); company size -identification of "hub" firms (Jarillo 1988) , the primary focus here is on SMEs, however larger or smaller companies will be included where they form part of the SME network; region/district -the impact of geographic location on cooperation in networks; formality -are members of a network bound together by formal methods (Brunsson and Hägg 1992) and the existence of strong and weak ties (Granovetter 1985) ; social structure -influenced by geographic influences depending on domestic or international social cultures and habits, and finally product complexity and area of cooperation. Structural factors at a company level comprise strategy, technology and structure, as these are important factors affecting the interaction with other companies Hakansson (1982) . Resources possessed by a company play a key role in company interaction.
The Resource based view (RBV) of internationalisation argues that the major decisions (e.g. on country market choice, market servicing mode, product-market strategies) are based on total consideration of all available resources and capabilities of the firm as well as environment (including competitive) realities (Grant 1991 , Bell et al 1998 . According to this view, achieving a sustainable competitive advantage is a result of possession of resources, which are unique (provide a barrier to duplication), and enable a firm to provide value. Also important in achieving competitive advantage, is the managerial capability in successfully deploying these resources into returns for the firm (Penrose 1959 , Wernerfelt 1984 , Fahy and Smithee 1999 . Such resources may be internal for the firm, but can also be externally leveraged e.g. through network relationships (Phiri 2003) .
Entrepreneurship, and indeed international entrepreneurship is an important structural factor at an individual level (Dalstrand et al 1999) . Perceived risk is also a factor that may become an obstacle in the development of the cooperation (Klint & Sjöberg 2003) . Trust and mutual confidence between individuals in networks are important conditions for positive development, since the exchange often has to be based primarily on trust (Uzzi 1997).
Conduct Factors
The main conduct factor at the network level is the activities carried out within the network. The activities under investigation in this study are international trading activities and the associated type of network. Imai and Baba (1991) identify three types of network forms in the realm of international trade, namely (1) traditional multi-domestic, (2) global and (3) cross border networks, see table below:
NETWORK TYPES IN INTERNATIONAL TRADE

Traditional multidomestic
• Represent an incremental approach to be found in traditional manufacturing sectors • Examples -clothing, food, petrochemicals and steel industries), agriculture, housing, and personal services.
• internationalize mainly in response to changes in relative factor prices.
• Most technology comes from suppliers of equipment and materials.
• Firms rely on localized information for decision-making, and the decision may be biased by an information context related to a specific time and place.
Global networks
• Planned internationalization on a large scale as in the Porter-type models • Global strategy is to think of the world as one market, instead of a collection of national markets, and co-ordinate world wide R& D, marketing, production and distribution in order to attain efficiency in the overall "global factory" system. • Firms construct sophisticated information structures through hierarchies.
• Tends to be accompanied by a centrally managed strategic calculation; globalization decreases business risks and uncertainties. In spite of these obvious business merits, globalization
• Problems: (1) formalized information (e.g. numeric data and documentation) accessible at the centre file may fail to provide in-depth local business contexts, and (2) the hierarchical control may fail to scan contingent business opportunities.
Cross-Border Networks
• Constitutes a type of nascent international network, which is expected to transcend traditional modes of 'markets' and 'hierarchies', and as a result, fit with the overall network theory.
• These types of structures often permit the development of quasi-autonomous divisions.
• Type of network takes the form not only of joint ventures but also that of long-term collaboration or co-operation (e.g. cross-licensing, subcontracting and joint R & D).
• The cross border networks differ in an essential way from the simple global strategy, which tries to achieve complete centralized management in the world market.
• Also differ from the traditional multi-domestic strategies in that the cross border networks stresses the importance of information exchange between the constituent regional organizations, and then of the establishment of regional complexes with cross-regional linkages and boundary adjustments Source: Adapted from Imai and Baba (1991) .
Company level conduct factors affect the network. In order to achieve successful network cooperation the internal organization of the member companies must be adapted to the network idea (Lantz et al 1998) . The interaction in terms of exchange is another way of illustrating company level behaviour.
At the individual level contact between firms are often handled by individuals through direct contacts, during which both commercial and social interaction takes place.
Ongoing cooperation is often developing conventions, which include ingredients such as moral and fairness (Harding 1982) .
PERFORMANCE
Using the SCP conceptual model and building on the key constructs above, empirical work will be undertaken to examine the impact of networks on SMEs' performance in international trade. Zou and Stan (1998) argue that many studies in the field of international business focus on a narrow view of export performance, for example export sales, while others have used non-financial measures. Literature on determinants of export performance argue that export sales volume and export sales growth are measures of organisational effectiveness while export profitability is a measure of efficiency (Al-Khalifa and Morgan 1995) . The current trend in export performance studies is to use multiple measures along two and three sub-dimensions of performance (Lages, 2000) . To widen the scope of determining export performance and to include objective and subjective measures, the EXPERF scale could prove useful. The EXPERF scale is a cross nationally consistent conceptualisation and measurement of export performance developed by Zou et al (1998) . This multi-item scale consists of three sub-scales capturing financial (profitability, sales volume and growth), strategic (global competitiveness, strategic position and global market share) and satisfaction dimensions (export venture success, satisfaction with export performance and meeting export venture expectations) of performance respectively. This scale measures the performance of a company's export programme rather than the performance in any specific product-market and could be adapted and used as the basis for determining the level of export performance in this study.
RESEARCH IMPLICATIONS -CONCEPTUAL AND MANAGERIAL ISSUES
A characteristic (and to some critics, a weakness) of research on networks is the lack of a core theory that in turn yields a set of well defined propositions from which network constructs are defined (Hoang and Antoncic 2003) . Network research has been influenced by a number of disciplines and the result is a 'loose federation of approaches' (Burt 1980) . Hence, for this study the SCP model is proposed as the building blocks upon which networks and international trade performance of SMEs can be studied.
Given the broad range of issues and concepts within both the internationalisation and the network domains, a single overarching network theory of internationalisation will not result from this study. Therefore, the focus is on the issue of perfo rmance in international trade. Research involving the model proposed in figure 1 will identify the variables at three levels that are conducive to superior performance in international trade.
A further implication of applying the network perspective on internationalization, is that the following problems pointed out by previous researchers will have to be considered (Coviello and Munro, 1995; Johanson and Mattsson 1988 , Contractor and Lorange, 1988 , Axelsson and Johanson, 1992 , Axelsson and Easton 1992 , Meyer 1998 o Decision on what skills to develop and which investments to make. Johanson and Mattsson (1986) , in a more general appeal, stress the need for empirical, conceptual and methodological studies, pointing out that the exceptional feature of the network approach, to internationalization in this case, is its emphasis on positions and relationships.
MANAGERIAL IMPLICATIONS
Managers of SMEs can benefit from a better understanding of the impacts of networks on the internationalisation process. Given that their future opportunities emanate largely from network relationships (Coviello and Munro 1995) , attention should be paid to how and with whom these relationships are established and managed. This has implications for managerial style, as the main task is to co-ordinate the interaction of the various actors in the business network . Managers also need to realise that their firm and its environment are not separate entities, that by interacting with other firms they are shaping their firm's environment . According to Chetty and Holm (2000) , managers should not focus on the firm's internal barriers to internationalisation, but should look to its network for resources and opportunities to internationalise. Madhok (1996) recommends that managers of SMEs need to realise that their capabilities are limited, but collaborating with other firms could complement these capabilities.
Related to this, managers must understand the benefits and risks associated with externalising activities to network partners.
CONCLUSIONS
To conclude, it is clear from reviewing the literature on both small firm internationalisation and on networks, that analysing a firm's networks will lead to a better understanding of the complex nature of internationalisation. A conceptual model for analysing a firm's network was put forward in this paper. The model proposes an investigation of networks at three levels, namely the individual, the company and the network itself. The research question for this study is to investigate how network theory contributes to our understanding of the internationalization process of SMEs and to measure the effect of network activities on performance in international trade. The paper concluded with a discussion of the research and managerial implications emanating from the proposed conceptual framework. 
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